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Money, Prices, Credit and Banking 
Banques d'Emission et Tresors Public. By Raphael Georges- 
Levy. (Paris : Hachette et Cie. 1911. Pp. xxiv, 628. 7.50 fr.) 
With discussions going on all over the world in regard to changes 
in banking legislation, the work of M. Levy is eminently apropos 
and is likely to attract attention among experts. In bringing to- 
gether a large mass of data regarding banks of issue, he has laid 
stress on a phase of the subject which has heretofore been com- 
paratively little discussed, — the relations between the banks and 
the government. So completely are details subordinated to this 
subject that it affords the framework for the arrangement of the 
book, and this arrangement itself is not without significance to the 
American reader. Part I, which is much the larger part, relates 
to countries where the paper currency consists in whole or in part 
of bank-notes; Part II, deals with government paper (billets 
d'Etat). Under Part I, the subheads cover, first, those countries 
which grant the privilege of note issue to a single institution; 
second, the countries which have conceded the privilege of issue 
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to a limited number of institutions; and third, "countries which 
accord the right of issue to an unlimited number of banks, re- 
quired to observe the provisions of uniform legislation." 

In the first subdivision, France naturally leads, followed by the 
other principal European countries. In the second class are 
ranked Germany and Italy, where banks of issue other than the 
central bank are merely survivals, and Mexico, China, Ecquador 
and Bolivia. In the third class the United States stands unique 
and alone. Under the classification of states where the govern- 
ment controls the output of paper currency, Russia, Finland, Bul- 
garia, Sweden and Uruguay are classified together under the 
head of countries where the issuing bank is owned by the state. In 
the list of countries where bills are issued directly by the public 
treasury, the United States does not stand alone, as in the case 
of free banking, but has the company of British India, Canada, 
Siam, the Argentine Republic, Chile, Brazil, and Colombia. It 
is well known that the government issues of British India and 
Canada form but a small part of the total circulation and come 
very near to being coin certificates. Comparison of the relative 
merits of the American system with that of the other four coun- 
tries mentioned, an American would probably prefer to leave to 
M. Levy rather than to undertake for himself. 

The essential point to which the work is addressed is the 
broader relations between the state and the banks, growing out of 
advances by the banks to the treasury and interference with the 
liquid assets of the banks to meet treasury needs. The question 
of the steadily growing share which the state is appropriating 
to itself from the earnings of the banks is not brought into high 
relief, although the details are fully set forth. M. Levy presents 
the facts of banking development forcibly, clearly and accurately. 
His work is not overweighted with argument, but depends rather 
upon the force of example disclosed by banking historj' during 
the past generation. His position is strictly in accordance with 
the classical school and perhaps occasionally makes insufficient 
allowances for necessary departures from sound principles to meet 
actual contingencies. He reaches the conclusion of other sound 
writers, that public credit should be kept distinct from banking 
credit, and quotes the classic utterance of Thiers after the Franco- 
Prussian war — "The bank saved us because it was not a bank of 
state." 

The work of M. Levy, other systematic works on banks of is- 
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sue, and the recent investigations of the National Monetary Com- 
mission bring out the fact that while the modern state is showing 
an increased respect for the fundamental principle of non-inter- 
ference with the commercial side of banking, it is insisting more 
and more firmly that it shall receive full compensation for the 
franchises which it grants to the banks and that the temptation 
shall be removed to sacrifice the general interests of the market 
to the profit of shareholders. These ends are sought by a system 
of division of the profits of the bank when they exceed a certain 
point, which has now been applied upon a large scale in France, 
Germany, Belgium, Austria-Hungary, Italy, the Balkan States 
and many others. In Belgium the provision that the bank shall 
pay over to the treasury all profits derived from a rate of dis- 
count exceeding 3% per cent, has perhaps gone too far in dis- 
couraging the advance of the discount rate to protect the metallic 
reserve. At the time that the provision was adopted, however, 
there was a plethora of capital seeking investment and it was not 
anticipated apparently that rates for money would again rise to 
a normal rate of four or five per cent. In providing for a division 
of profits between the shareholders of the bank and the treasury 
after the dividend to shareholders reaches 4 per cent per annum, 
the leading European bank charters set a standard which has been 
followed in the plan of Senator Aldrich for this country presented 
to the National Monetary Commission. 

The work of M. Levy is an interesting and important contribu- 
tion to the discussion of banking problems and has already been 
cordially welcomed by European reviewers. 

Charles A. Conant. 
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